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Popular Consuagption Under Coeaminist China's First Five Tear Flan 

One of the most significant policy decisions embodied In Communist China's 
Five Tear Flan is the one to allocate over 3 A of state investment funds to 
heavy industry, and other activities that do not add anything to consumer 
welfare. The apparent neglect of the standard of living has been explained 
as a necessary consequence of the industrialisation program. Other Chinese 
Communist officials have stressed that, despite the seeming imbalance in the 
pattern of Investment,, important improvements will be made in the standard 
of living. 

These dual claims, that industrialisation requires the use of almost 
all state investment funds for producer goods end services, and that this 
concentration of investment funds will not prevent considerable improvement 
in the standard of living, raise important questions. 

Is it necessary for a nation to use as much as 75 percent of new Investment 
funds for heavy industry and the like in order to achieve a reasonably fast 
rate of industrialization? The Indian Five Year Plan is the most effective 
answer to this query, for it furnishes proof that the welfare of present 
generations does not have to be sacrificed for some future millenium . Indian 
industrial output has increased at an annual rate of about 8 percent under 
its first Five Year Plan, a rate that ranks well in comparison to development 
rates of free Western Industrial economies . More important, the investment 
planned to maintain such increase in India is not at the expense of present 
consumption . In fact, India plans only to raise investment from 5 to 7 
percent of total output of goods and services, while Communist China has 
imposed an investment rate already double the Indian rate and proposes to 
double it again during the first Five Year Flan . 
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Another contrasting element in the Indian and Chinese Communist Five 
Year Flans Is the magnitude of agricultural investment . India has given 
practical recognition to the fact that over 70 percent of its labor force 
is engaged in agriculture and that food makes up from 60 to 70 percent of 
con sumption, and has, accordingly, allocated b$ percent of its investment 
fund, to the agricultural sector, Communist China on the otter hand - with 
an even greater proportion of it® population engaged in agriculture and with 
food occupying the lion's share of people 1 s consumption expenditures * is 
allocating only 8 percent of its investment funds to agriculture and water 
conservation. She results - in terms of grain output which Communist China 
expects to get from state investment of V6 billion - are far out of proportion 
to Indian expectations . Communist China expects grain crops to increase by 
28,9 million tons while India is planning on an increase of roughly 7 million 
tons from an investment equivalent to 75 percent of Ccmmnist China's total 
investment . ffaut is, for each 1,000 yuan of new investment Communist China 
expects to get 4.7 tons of grain, whereas India 1* planning on only 1.5 tons 
for each 1,000 yuan of investment. 

The absurdity of Communist China’s capital-output ratio, not only in 
relation to India, but in relation to trends in agricultural production in 
other countries, belies their announced expectation as to increased 
availability of grain per capita in 1957 • If the planned allocation of 
investment funis in Communist China is such that grain targets cannot 
possibly be achieved, then one may conclude that the food component of per 
capita consumption may not even be maintained, let alone increased. 
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Doubts as to the tafcalanced use of investment funds under Communist 

China's first Five fear Flan are further borne out by a look at official 
statistics on per capita sales of consumer goods in Shansi Province in 1952 
and the increases planned for 1957* 

The amount of grain sold in Shansi markets in 1952 to the approximate 
.1/3 of the population dependent on market grain purchases amounted to less 
than 1/2 kilo of rice per day. The Chinese Communist plans for improving 
this inadequate food supply are to provide 8 1/2 kilos a year more per 
person. On a 1/2 kilo a day basis, market -dependent consumers would be 
without grain for 2 months of the year. 

Chances are that not even this meagre improvement In per capita grain 
supply will be achieved, because , aa was pointed out above, it is based on 
the well -above -normal increase in rate of grain production of about k percent 
per year Per capita sales of chemical fertilizer substantiate this 
conclusion as the peasants in Shensi Province will be provided with only 
2 kilos more chemical fertiliser per capita than in 1952 when less than 1/2 
kilo was available , Such an increase in chemical fertilizer would provide 
an increase of not more than 4 or 5 kilos of grain per capita per year for 
the 1952 population. 

Other aspects of the consumption picture in Shansi Province would incline 
one to question further the pace at which Communist China is using investment 
funds for non consumer activities ► Kerosene conaus$rtion is to be increased 
by 1/2 kilo per capita by 1957* How much light and heat will 1 kilo of 
kerosene provide? Or 4udge the adequacy of the planned increase in sugar 
consumption from about l/% kilo to 1 kilo per year. 
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Chinese Cwamltt Brain Procurement Program ttifler the five lear Flan 


Cten ton in his speech to the Rations People's Congress In July W55 

atated that 40,450,000 netrlc ton* o* grain (In fcualte* ®>™) v * re * oi4 40 
caffira *rs by the State during 1954/55 out of 44,650,000 -trie ten. collected, 

or the 40,450,000 -trie ton. .old, 18 «« ton. ram mM Mnk to the 

countryside, and the binder «. for urt-n «*•■ ®U - P »«ntod .. 
aUoSng 560 cattle, par person In the countryside. to acoontonoe the 

Mvs year Plan, grain procuranent figures rare to h. *ept caostu* at 
43,050,000 -trie ton. tor each of the thm. grain year, toon, July 1955 to 

June 1^58* 

Tte 560 cattle, per peasant ousted eppll*. to the unhushed tom. The 
proper figure to he compile utth the grain In hushed tom .old In urban 
areas would he 480 cattle, per per^. *reover, Chen's escalations do not 
take into consideration the raiulrerants tor seed, feed, and mata, vhloh 
tots about 30 million ton. of unhusKS grain. W reduces the ruxS per 
raplta supply to 360 cattle, of husrad grain per peraon, cooparad to an 
average of about 550 cattle, of hushed grain per person In utora areas. 
Purthemcra, even these figure, do not take Into account the extent to ehich 
peasants am toraed to a food diet of .met potatoes sod coarse grain, that 

arc not sold extensively in urban areas. 

Tba fixed level tor future levy and purchase of grain over the last 
thrae years of the Five fear Plan 1. open to mestlon on wo counts, to 
the first place, peasants «• to he permitted to "voluntarily” sell grain 
over end above their «uota in future yearn- Bode* the forced collectivisation 
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program and t be Communist trade system, the so-called 'voluntary purchases 
ax* entirely at the mercy of Com** **** « forced by the millions 
of Party cadres throughout the country. In the second place, according 
to the complete draft of the Chinese Communist Five Year Plan, the purchase 
^uota for 1957 la 19 million tons of commercial strain. Of the 43.25 siilion 
tons to be levied and purchased in 1957, this leaves only 14.25 milli® tons 
to be collected in the form of taxes in kind. Between 12 and 13 X* rcent 
of the 1954/55 output was taken under the grain tax, or a total of from 
17,5 to 19.0 million metric tons. Even if the tax ae a proportion of total 
food crops should decline, - vhich is not probable, - this leaves about 
5 wit n on metric tons of tax grain unaccounted for in the planned 1957 total 
of grain collections. Much of this tax grain could simply be left out of the 
figures to be reported for levy and purchase, but it la more likely that 
under the new pragma, srain tauces from food deficit fan, households will 
be collected in the fona of cash, equivalent to at least 5 million metric 
tons of grain. This means that, in order to make up the total of planned 
grain collections, the burden of the total levy and purchase program on 
the peasants is 1957 would increase by 4 to 5 million tons even if the 
Communist grain collection goal remised as stated in the Five tear nan. In 
actual fact, in view of the planned increases in grain production, the tax 
rate will probably immain at 12 or 13 percent and purchases under the forced 
collectivisation program *iU probably increase. The actual grain procurement 
figure is thus likely to be much higher than stated in the Five Year Flan. 


£ 
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The Problem of QusOity of Ug&t Industry Produotlc® 


tto ugbt Industry of Co-unit China h» been and prcA»bly util contlnu. 

to be afflicted with the production of Inferior goods, totality P°° 

« It Mto. ensure fmm the HMt of Ught Industry himself. «bU« 
the problem U recognised, .one of the prentice of the gover-nt tend to 
perpetuate rather than improve the eltuatloa* 

' " J ^ problem of Inferior quality in light Industry products b« been » 
had and so obvious that last high gPV.r»ent official, -de apcific 

references to it. Cbia To-fu, tbs Minister of light Industry, In a ^ 
before the first Mational People's Congress, aade son* pointed reaarte 
the quality of light Industrie products. * miA .bout one-third of the 

textile mil. failed to fulfill the plan for properly -da <***■ 

official, the Minister of Textile lad-try —ticned epciflc 
Of poor duality in textile., “inpue cotton yam end cotton ball., 
spotty cloth surface, running color., great ehrin*^, dull color, of 
printed cloth. . .y Chi. To-ih -cat • to add that -ny paper oiUe fella* 
to fulfill the paper qmlity plan end that newprint u» full of 

atrty spots and ms ever vary -noth. Rubber products _ m for tbelr 
share of criticism autooblK tire, wore out too fast; mbber raincoat, 
mm atdciy; end rubber footwear me of max construction, finally, he 
noted that food ms not dean; beer me iapu»i “d «*» »“ M ^ 
ri ght» degree of h&rdness . 

ffl» goverr-nt 1. suppoeedly taring energetic step, to improve it. 

products however to lodge by the MW s “« ss *“ ^ 

achieved nor rill it be In the near future. Two years agp criticie— such 
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a® tfaooe made hy the Minister of the Textile Industry were made shout 
textile products: '* inferiority of quality, iscn-lasting color, une venous in 
aseeauresent, end aoa-unifomity in specifications , w 2 / At the sane time 
the Ministers were caaplainins stout poor quality, they were encouraging 
practices which would tend to continue inferior quality in their products. 
Textile mills were encouraged to economize is the use of raw cotton and the 
mills were successful in doing so; however, the waste and inferior cotton 
staples left in the yam as a result did nothing to improve the quality. 

So much pressure is put on workers and supervisors to increase output, that 
quality is given much less emphasis than quantity in the individual mills. 

t£ the Communist Chinese continue their policy they will make no scare 
progress in Improving the quality of their light industrial products in the 
next, two years than they have in the past. 


SOURCES 

1. Speech of Chians Kuang-nai, Minister of Textile Industry, delivered on 
dhly 26, 1955, to the second session of the First national People's 

Congress, 

2, Tu Kuatj Pao, Tien-cMng, 30 Dec 53* 


E 
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The Bloated Dragon or the Case of Inflated Statistics 


The purported rise in consumer’s goods annual output of 12*4 percent 
during the Five Year Flan as seen in July X 955 by Coramiet China’s Minister 
of Light Industry 1/ constitutes an overstatement of fact. The actual 
yearly production rise in consumer goods during this period sore nearly 
approximates 7 to 8 percent. 

Cbia To~fu waa referring to the output of modern industry and factory 
handicraft industry only (the components of Light Industry). If he had 
made allowance for the relative decline in output from sources not covered 
in Ministry figures, the rise in consumer goods output during the plea 
period would he considerably less, perhaps 7 to 8 percent a n n uall y . 

This overstatement of production by the Minister is a consequence of 
thee growth in isqeortance of the market-oriented sector of the economy 
organised under the Production Ministries as opposed to the rural, non- 
maiiset-oriented part. Since government claims cover only that part of 
production which is growing fastest (the market-oriented sector) the rate 
of growth is overstated. In general, tbs amount of overstatement varies 
directly with the increase in importance of the non-factory sector and 
with the difference in the rates of growth of the two sectors. 


SOOICBS 

1. Speech by Chia To-fu, Minister of Light Industry, at the National 
People's Congress , 2§ duly 1955* 
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Tbs flight of the CooBiunlBt Chines® Consurer 


It would he natural to think that If the production of consumer goods 
increased, the well-being of the consumer vould he greatly proved; however 

in Communist China this logic does not work. 

In Communist China, the output of light industry was restored to prewar 
levels by 1952 and increases in production of consumer goods haw continued; 
hut the consumer has not benefited directly fro® this improvement because 
the government has other uses for the products . China uses additional output 
for investment purposes rather than for consumption purposes and the use 
of light industry output to acquire foreign exchange is given priority 
over domestic needs. 1/ China exports increasing quantities of light 
industrial products to import increasing quantities of machinery and 
industrial raw materials. The consumer is forced to do without so industry 
can develop. A strict ration system leaves only the bare m i n im u m of goods 
in consumer's hands. 

The plight of the CcMamist Chinese consumer is intensified by the 
fact that he also is deprived of consumer goods from other countries . Only 
ten percent of China's imports in 195^ were consumer goods whereas before 
"liberation*' the figure was over fifty percent. 2J 


SOURCES 

1 . 



2. Speech by Yeb Chi-chhang, Minister of Foreign Trade, at the Rational 
People ’o Congress, 29 July 1955 • 
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practicability of Sew Chinese Coss&unist Agricultural flans 

At the national Agriculture! Conference , -which adjourned in fe&ing 
on 23 Itee*«fc*r 1955, nttny 1957 originally planned crop production targets 
mre re -scheduled for fulfiHaamt in 1956. tssmg the wean significant 
crops included ware gndns . 199 Million tone 6.2 ■Ullce toes over the 
original 199? target) and ginned cotton, 1.77 million tons, 137 000 t°® s 
over the original 1997 target) in addition, leaf tobacco, tea and silk 
cocoon targets were also set in excess of original 1957 targets. 

Tim grain target anaouaceaent was by far the Most significant since 
it indicates a return toward the £13 Million ton 1957 target ., which was 
ori ginally announced in 1953, aad me later reduced to 192.8 Million teas, 
the feasibility of attaining this goal is questioned, in view of the fact 
that this new grain goal represents an increase considerably larger than 
that registered from 1954 to 1995- Furttenaore, it will a ga in require 
both & large increase in yields per hectare over the 1955 reported bumper 
grain harvest of Ifle million tons. This would necessitate the use of 
hybrid seeds, ohassical fertilisers and pesticides on a scale not now 
available . 

At the Conference, Chinese Comsunlst economic planners announced that 
they expect to achieve these ambitious agricultural targets principally 
through the rapid vide -spread developoent of Agricultural Producer Cooperatives 
< HpC’e), which are allegedly being enthusiastically established by the 
peasants, la this regard, on 25 January 1956, Minister of Agriculture 
Liao la-yen, comentin^ os the success of Chatman Mao end the Central 
Consaittee of the CCP in correcting the sseay abuses and defects of existing 
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w, «ii-. "The situation IX, our country ta. b«n 

5ln =« the tatter half of 1955, after the fundenental probtams concentoe 
agricultural cooperative. bed been solve! by Chairmen »o and tte Centrel 
Coesaittee of tte COT. With the option of * emU hunter of vll-to-do 

peasants, rich peasants, aid former landlords, the doclaliet aggressive*,,, 
of the mjority of the peasant, has b«a Increase! to an aU ttae high, thus, 
starting a high ttae of Socialist revolution la the rural arw of China." 

however, the overall value an! significance of APC'e In bearing the 
aa.or .here of responsibility In effecting a sisaabta «■»•— “ «• »* 
crop harvest over that of last year's beeper harvest U highly questionable, 
especially in the light of the 1 Kerch 1956 adition of the Staple', tally 
which evaluates the ASC «*_* as fOUowa, Inw of the rapid devetajwnt 
of agricultural coop.ratlvlr.tlon, ease problems of the «•. not yet 

been adequately eolved. Therefore, the urgtat taels at praeent are to 
taprove and consolidate ATC's and to prepare for eprlns fhnslng. Cooperative 
which are being merge* or tran.fo.mta into high-stage cooperative, should 
try to finish their wort speedily end turn their efforts to spring farming, 
cooperative, which have not yet been urged or transformed Into high-stage 


cooperatives should remain as they are for the ttae being." 

Thus, It Is gulte possible that the AIC aovensnt could lose whatever 
advantages it Is believed to possess because of tact of organisation, 
nlsnenagerent and too rapid, forced development. If such proves to be the 
case. It would probably have a depressing, rather then stimulating effect 


oo current crop production* 


80UBCES 

l, jjss&ia Broadcast ; t S3 -Sec&aber 1-95 j » 
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SOURCE (cost.) 

2, Report by the Vice Premier and Chairman of the State Flaming Coaaiasian 5 

®* eoisd SeSalaa ° f *** nm ifSagreea # 

3. Report by the Deputy Director of the Rural Work Dapartseat of tbs 
CaaftJ^ Crasalttee of the CCF, Ll&o Xu-yt&, at the Supreme state 
Conference . k>5 January 1956 , 
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Benefits of Industrial lest ion for the Peasant 

The peasants not only demand a comparatively long-range target for 
agricultural production , but have also made a series of requests covering 
their material and cultural livelihood. After having developed agricultural 
production and increased their income, the broad masses of peasants demand 
repair© for their houses, new house© and an improvement in their living 
conditions. Under conditions of increasing production, their dema nd s are 
appropriate and we must strive to fu lfill them.” l / 

Further on in his speech Liao Iu~yen states, "Thus one can predict that 
this IfO-article draft program for developing China's agriculture is to be 
eventually realized by the peasants themselves, using their own financial 
and material resources. These tasks Include agricultural cooperatives, 
higher agricultural production, promotion of higher-production measures, 
fore station; development of animal husbandry, fishery, handicraft industry; 
elimination of Illiteracy among the peasants; establishment of primary schools, 
installation of broadcasting receivers, development of cultural and physical 
cultural activities; improvement of public health work and living conditions 

in rural areas, and absorption of unemployed personnel in urban areas to work 
in the rural areas.” 

The above statement contradicts Liao's earlier statement that the state 
must strive to fulfill the above mentioned conditions. 

He further states, "Of course, the Government will also do its best 
to support the peasants financially and technically. However, the amount put 
out by the State will not be hery large, especially during the next several 
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years . If everything were dependent on the State or State investments , the 
finances of the State would not he adequate , As a result the carrying out 
of their tasks would he impossible, or a large amount of the State’s financial 
resources would he directed to this field, thus reducing industrial investments 
and delaying Socialist industrialization," 


In effect, what Liao is saying is that the agricultural sector of the 
economy has to support the industrial sector as well as its own without any 
reward. This is contrary to hi® statements that the State would help to 
improve the peasants’ living conditions. 


In Liao’s speech, he also states, "Once the draft program for developing 


China’s agriculture is realized, we will have a large domestic market with an 
astonishingly high purchasing power." If according to his previous statement 


that agriculture, that is the peasant, is to he the main support for their 


industrialization program, this would necessitate forced savings, compulsory 


bond purchases and plowing hack of agricultural income into industrial 
investment . Thus, the 30 -called high purchasing power will provide little 
or no increase in market goods for the ordinary consumer. 


1. Report of the Deputy Director of tie Rural Work Department of the 
Central Committee of the Chinese Communist Party, Liao Lu-yen, at the 
Supreme State Conference , January 25, 1956. 
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Chinese Village Reaction to Forced Procurement of Grain 

The scarcity of food or as the government states, ’’the increasing demand 
for food," led the government in 1955 to introduce the raore stringent policy 
ksovn as the "Three Measures,” a house -by-house determination of the mmt 
of food crops to be produced, to be sold to the State, and to be bought from 

the State . 1/ 

Naturally, popular feelings about this system can not be voiced in the 
press, however, a September editorial revealed their feelings in a curious 
formula; "one quarter of the villages are 90 percent content; heuf are 
20 to 30 percent content; the remaining quarter are still full of problem, 2, 

SOURCES 

1. Radio Broadcast April 28, 1955* 

2, People *» Daily . ST September 1955* 
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si se riainat toa in. Ccaaraunist China’s Food rationing System 


One usually associates food-ratioaing with war or famine* China is not 
at w» and claims to have plenty of food, pins enough for exports to secure 
heavy industrial equipment . Yet 8 van the peasants' food, is rationed so thsv. 
assay are forced onto a subsistence diet of sweet potatoes . Because of the 
diaproport innate allocation of investment funds fro® the agricultural sector 
bo the- indus tr ial sector of' the economy to meet the industrialisation re Quire* 
Eients of the Bsldng regime, and because the per capita availability of food 
in present day China is actually about ten percent less then the average for 
the period 1931*193?, strict rationing swat new bt enforced. 

Tte new rationing system, which was introduced in Bovesber 1955, is 
composed of two sets of regulations, one for cities ami one for villages . 
Although these new regulation® are reportedly based on the fundamental precept 
of equality between cities and villages in sharing the existing supply of 
foodstuffs, inequality is still very much in evidence . 

In the villages, the crop® are purchased from the fwasr by the State, 
which permits the farmer to keep a "sufficient” amount of Ms crop and which 
purportedly s tands ready to sell back food to the farmer is time of need - 
at prices higher then originally paid to the farmer, Btowwar, in some villages 
where busper harvests are obtained, Hie People* s B a l ly says some farmers still 
make wins from rice, thus implying either laxity on the part of State grain 
collectors or sizeable crop withholding cm the part of some- farmers. On 
the other hand , farmers living in area® of average or sub-average crop harvests 
haw no opportunity to withhold wuefc if any of their crops, and are therefore 
more dependent os the State then farmers living in area® of bumper harvest®. 
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in 61» Cities, mi dam and aintom anounta of food are laid *>™ as 
rations for city-dwellers, vbo are divided into Blue different categories 
accor ding to occupation and a®.- is evidence of inequality, cities, tovns 
art industrial areas at* now officially reported to to tetter provided with 
foodstuffs then the villa*... fewer, *» cities elth tower industrial 
workers receive toss than before, as the feople<s Daily reported that in 
September X»5, 238 -lor towns received ton percent <125 «mt« tUo8 > 
lees food than in September 1954, and 19 percent less in October 1959 than in 

October 19 5^. 

toe prescribed rations favor urban industrial worker, and gov.ra.ent 
employees. toktog, the seat of the soverasamt, 1. particularly mix supplied, 
receiving its food fron lB provtacea and Inner Ifcngolia. toe foreign 
diptomts and technical advisers are the only one. .pacifically ««®wd **“ 
rat toning in oow regulations . 

It is clear that the discriminatory ratlcntns cysten la weighted a*42K.. 
the peasant a* nay to the cause of rerentoent in the countryside against the 
favored ufb&sa workers* especially 1** R poor crop ywsr 


dOORCBS 

1, ItaSti© Broadcost,, 25 August 1955* 

2, Peo pled Sally, 26 Sovesiber 1955- 

3, Daily , 23 October 1955. 

%, -pm t Tientsin, 5 Septesfcer 1955* 
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Dlscrtolnatlon against the Tamer In Chines. Comiunlst 

Mj&i viruz Policy 


A 


.. significant decline in fam purchasing power under the Chinese 
Commnlst reside has taken place due to graater increases P rIctB of “ b< *“ 
products eeaspared vlth agricultural products, typleal of this decline 1. the 
price of rice In Shanghai compared with the price of cloth - the two main 
comaodltles involved In ruml-urban exchange, m 1936, in tern, of average 
Shanghai price., one picul <110 pounds) of rice could he exchanged for 
1.15 holts (of to yards each) of cloth. In contrast, under the Conmnlsts, 
price quotation. In the Shanghai la tog Pan show that to October 1950 one 
picul of rice was equivalent to value to .67 holt of cloth and to Feorunry 
1951 one picul of rice w» equivalent to >5 holt of cotton cloth. Average 
■sw-gan prices for 1952 quoted to the Shanghai Hato-wen Jlh- gg show that 
a picul of rice could he exchanged for .50 holt of cloth to that year. 

The 1952 ratio cf prices for rice and cloth has continued throughout 
1954 although there has been a .harp rise to production of cotton cloth and 
a Mich slower rise to output of food crops. Therefore Chtoeee Cosmunlst price 
policies run counter to the price relationships tha could he expected to 
prevail to a free natoet systen and cause a hidden burden on the peasant 
by sharply restricting his ability to purchase urban products. 
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